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OATH OR AFFIRMATION

Basil Joseph
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Van Clemens Co Incorporated as

of December 31 20 11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

FO
itle

otary Public

This report contains check all applicable boxes

Facing Page
II Statement of Financial Condition

IZI Statement of Income Loss
II Statement of Changes in Financial Condition

IXI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

IXI Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

IZI Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

II copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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WIPFLI

Independent Auditors Report

To the Stockholder

Van Clemens Co Inc

Minneapolis Minnesota

We have audited the accompanying balance sheets of Van Clemens Co Inc as of December 31 2011 and

2010 and the related statements of income stockholders equity and cash flows for the years
then ended that

are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 These financial statement are the

responsibility of the Companys management Our responsibility is to express an opinion on these financial

statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement An audit includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements An audit also includes assessing the accounting

principles used and significant estimates made by management as well as evaluating the overall financial

statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Van Clemens Co Inc as of December 31 2011 and 2010 and the results of its operations and its

cash flows for the years then ended in conformity with accounting principles generally accepted in the United

States

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The

supplementary information contained in the schedule on page 13 required by Rule 7a-5 under the Securities

Exchange Act of 1934 is presented for purposes of additional analysis and is not required part of the financial

statements Such information is the responsibility of management and was derived from and relates directly to

the underlying accounting and other records used to prepare the financial statements The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain additional

procedures including comparing and reconciling such information directly to the underlying accounting and

other records used to prepare the financial statements or to the financial statements themselves and other

additional procedures in accordance with auditing standards generally accepted in the United States In our

opinion the information is fairly stated in all material respects in relation to the financial statements as whole

LLP

Wipfli LLP

February 17 2012

St Paul Minnesota



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Balance Sheets

December 31 2011 and 2010

Assets 2011 2010

Cash 651502 577195

Deposit with clearing organization 20938 20938

Securities owned at market 280152 259294

Receivable from clearing organization 21226 12903

Prepaid expenses and other 66964 45388

TOTALASSETS 1040782 915718

Liabilities andStockho/ders Equity

Liabilities

Accrued commissions and bonus 312981 240719

Other accured liabilities 75000 12500

Total liabilities 387981 353219

Stockholders equity

Common shares Par value $.10 per share

Authorized 100000 shares

Issued and outstanding 63000 shares 6300 6300

Additional paid-in capital 221916 190500

Retained earnings 424585 365699

Total stockholders equity 652801 562499

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 1040782 915718

See accompanying notes to financial statements



Van Clemens Co Inc

Whofly Owned Subsidiary of Hart Securities Corporation

Statements of Income

Years Ended December 31 2011 and 2010

2011 2010

Revenue

Commissions 2940831 2886840

Firm trading gains losses 2808 571 77

Interest income and other 26095 25818

Total revenue 29541 18 2969835

Expenses

Com missions and compensation 2287560 2276671

Communications 19241 128574

Occupancy 96758 92344

Regulatory and professional fees 321905 327596

Other 42768 41065

Total operating expenses 2868232 2866250

Net income 85886 103585

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Statements of Stockholders Equity

Years Ended December 31 2011 and 2010

Total

Common Additional Paid- Retained Stockholders

Stock In Capital Earnings Equity

Balances at January 2010 6300 190500 31 1614 508414

Distributions to stockholder 49500 49500
Net income 103585 103585

Balances at December 31 2010 6300 190500 365699 562499

Equity contribution 31416 31416

Distributions to stockholder 27000 27000
Net income 85886 85886

Balances at December 31 201 6300 221916 424585 652801

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Statements of Cash Flows

Years Ended December 31 2011 and 2010

2011 2010

Increase decrease in cash

Cash flows from operating activities

Net income 85886 103585

Adjustments to reconcile net income to net cash provided by operating

activities

Changes in operating assets and liabilities

Deposit with clearing organization

Securities owned at market 20858 38489
Receivable from clearing organization 8323 5439

Prepaid expenses and other 21576 2631
Accrued commissions 72262 28185

Other accrued liabilities 37500 20797

Total adjustments 15995 13289

Net cash provided by operating activities 69891 116874

Cash flows from financing activities

Equity contributions 31416

Distributions 27000 49500

Net cash provided by used in financing activities 4416 49500

Net change in cash 74307 67374

Cash at beginning of year 577195 509821

Cash at end of year 651502 577195

See accompanying notes to financial statements



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Summary of Significant Accounting Policies

Principal Business Activity

The Company is broker-dealer registered with the Securities Exchange Commission

SEC and is member of the Financial Industry Regulatory Authority FINRA The

Company is engaged in the business of buying and selling securities on behalf of

customers and raising capital for customers through private placement offerings The

Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities and accordingly is exempt from Rule 15c3-3 All

securities transactions are cleared through clearing broker on fully disclosed basis

The Company is wholly owned subsidiary of Hart Securities Corporation the Parent

Use of Estimates in Preparation of Financial Statements

The preparation of the accompanying financial statements in conformity with accounting

principles generally accepted in the United States requires management to make certain

estimates and assumptions that directly affect the results of reported assets liabilities

revenue and expenses Actual results may differ from these estimates

Cash and Cash Equivalents

Cash and cash equivalents consist of bank deposits and money market fund The

Company considers all highly liquid investments with maturities of less than three months

to be cash equivalents

Commissions

Commissions and related clearing expenses are recorded on trade date basis



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Summary of Significant Accounting Policies Continued

Income Taxes

The stockholders of the parent company have elected to be taxed under the provisions of

Subchapter of the Internal Revenue Code and comparable state regulations Under

these provisions the Company does not pay federal or state corporate income taxes on

its taxable income nor is it allowed net operating loss carryback or carryover as

deduction Instead the stockholders report on their personal income tax returns their

proportionate share of the Companys taxable income or loss and tax credits No

provision has been made for corporate income taxes

Advertising

The Company expenses advertising costs as incurred

Subsequent Events

Subsequent events have been evaluated through February 2012 which is the date

the financial statements were available to be issued

Note Receivable From Clearing Organization

The Company clears certain of its customer transactions through another broker-dealer

on fully disclosed basis The Company earns commission revenue from its clearing

broker for customer transactions Commissions are earned on trade date and recorded as

receivable by the Company The receivable is generally paid within 30 days of trade

date The Company is required to maintain minimum $18000 deposit with the

organization to collateralize certain transactions



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Operating Lease

The Company has an operating lease agreement for its office facilities The lease

provides for annual rent increases and expires in July 2013 The Company is required to

pay proportionate share of operating costs in addition to the monthly base rent

Future minimum lease payments by year under the aforementioned noncancelable

operating lease agreement are as follows

2012 45639

2013 27348

Total 72987

Total rent and related expenses for the years ended December 31 2011 and 2010 were

$94955 and $90662 respectively

Note 401k Plan

The Company sponsors 401k plan covering all employees who have completed one

year of service and attained age 21 The Company contributes to the plan by making

discretionary contributions plus safe harbor matching employee contributions of up to

4% of compensation The total employer contributions charged to operations under the

plan were $140260 and $173306 for the years ended December 31 2011 and 2010

respectively



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Concentration of Credit Risk

Financial instruments that subject the Company to possible credit risk consist principally

of accounts receivable and cash deposits in excess of insured limits

In the normal course of business the Company maintains cash balances in non-interest-

bearing transaction accounts with correspondent banks Balances in these accounts are

temporarily guaranteed by the Federal Deposit Insurance Corporation FDIC through

December 31 2012

Note Net Capital Requirements

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities and Exchange Act

of 1934 the Company is required to maintain minimum net capital as defined under

such provisions Net capital and the related net capital ratio may fluctuate on daily basis

At December 31 2011 the Company had net capital of $536696 and net capital

requirements of $100000 The Companys ratio of aggregate indebtedness to net capital

at December 31 2011 was 0.72 to The SEC permits ratio of no greater than 15 to

Furthermore net capital may not be withdrawn or cash dividends paid if the resulting

ratio of aggregate indebtedness to net capital would exceed 10 to

Note Possession or Control Requirements

The Company does not have any possession or control of customer funds or securities

There were no material inadequacies in the procedures followed in adhering to the

exemptive provisions of SEC Rule 5c3-3kX2ii by promptly transmitting all customer

funds and securities to the clearing broker who carries the customer accounts



Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Fair Value Measurements

Following is description of the valuation methodology used for assets measured at fair

value on recurring or nonrecurring basis as well as the classification of the assets

within the fair value hierarchy Generally accepted accounting principles GAAP defines

fair value establishes framework for measuring fair value and establishes fair value

hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that

would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date fair value measurement assumes

that the transaction to sell the asset or transfer the liability occurs in the principal market

for the asset or liability or in the absence of principal market the most advantageous

market Valuation techniques that are consistent with the market income or cost

approach as specified by generally accepted accounting principles are used to measure

fair value

Securities owned Securities owned may be classified as Level Level or Level

measurements within the fair value hierarchy Level securities include equity securities

traded on national exchange The fair value measurement of Level security is based

on the quoted price of the security Level securities include U.S government and

agency securities obligations of states and political subdivisions corporate debt

securities certificates of deposit and mortgage-related securities The fair value

measurement of Level security is obtained from an independent pricing service and is

based on recent sales of similar securities and other observable market data Level

securities include among others trust preferred securities that are not traded in market

The fair value measurement of Level security is based on discounted cash flow

model that incorporates assumptions market participants would use to measure the fair

value of the security
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Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Notes to Financial Statements

Note Fair Value Measurements Continued

Information regarding the fair value of assets measured at fair value on recurring basis

as of December 31 follows

Recurring Fair Value Measurements Using

Significant

Unobservable

Inputs Level

Assets

Measured at

Fair Value

Quoted Prices in Active Significant Other

Markets for Identical Observable Inputs

Assets Level Level

2011

Assets Securities owned 280152 280152

2010

Assets Securities owned 259294 259294

11
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Van Clemens Co Inc

Wholly Owned Subsidiary of Hart Securities Corporation

Computation of Net Capital and Aggregate Indebtedness Under Rule 15c3-1 of the Securities and

Exchange Commission

December 31 2011

Net capital

Total stockholders equity 652801

Deductions and/or charges

Nonallowable assets

Prepaid expenses and other assets 66964

Non.allowable receivable 2938

Total nonallowable assets 69902

Net capital before haircuts on securities positions 582899

Haircuts on securities 46203

Net capital 536696

Aggregate indebtedness

Items included in balance sheet

Accrued commissions 312981

Other accrued liabilities 75000

Total aggregate indebtedness 387981

Computation of basic net capital requirement

Minimum net capital required greater of

6.67% of aggregate indebtedness 25865

Minimum dollar requirement 100000

Net capital requirement 100000

Excess net capital 436696

Ratio Aggregate indebtedness to net capital 0.72 to 1.0

There were no material differences between the audited Computation of Net Capital included in this report and

the corresponding schedule included in the Companys unaudited amended December 31 2011 Par IA FOCUS

filed in January 2012

See Independent Auditors Report 13



WIPFLI

Report of Internal Control Required by SEC Rule 7a-5gXlfor Broker-Dealer

Claiming an Exemption From SEC Rule 5c3-3

Board of Governors

Van Clemens Co Inc

Minneapolis Minnesota

In planning and performing our audit of the financial statements of Van Clemens Co Inc as of and for the year

ended December 31 2011 in accordance with auditing standards generally accepted in the United States we

considered the Companys internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not express

an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we have made study of

the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered relevant to

the objectives stated in Rule 7a-5g in making the periodic computations of aggregate indebtedness or

aggregate debits and net capital under Rule 7a-3a1 and for determining compliance with the exemptive

provisions of Rule 5c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and procedures followed by

the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and judgments by

management are required to assess the expected benefits and related costs of controls and of the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs previously mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

14



Because of inherent limitations in internal control and the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of control deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this report are considered by the SEC to be adequate for its purpose in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes Based on this understanding

and on our study we believe that the Companys practices and procedures as described in the second paragraph

of this report were adequate at December 31 2011 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC and

other regulatory agencies that rely on Rule 7a 5g under the Securities Exchange Act of 1934 in their regulation

of registered brokers and dealers and is not intended to be and should not be used by anyone other than these

specified parties

LLP

Wipfli LLP

February 17 2012

St Paul Minnesota
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WI PFLI

Independent Accountants Report on Applying Agreed-Upon Procedures Related to an

Entitys SIPC Assessment Reconciliation

Stockholder

Van Clemens Co Inc

Minneapolis Minnesota

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the procedures

enumerated below with respect to the accompanying Schedule of Assessment and Payments Assessment

Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended

December 31 2011 which were agreed to by Van Clemens Co Inc the Company and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc SIPC and other designated examining

authorities solely to assist you and the other specified parties in evaluating the Companys compliance with the

applicable instructions of the General Assessment Reconciliation Form SIPC-7 The Companys management is

responsible for the Companys compliance with those requirements This agreed-upon procedures engagement was

conducted in accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties specified in this report

Consequently we make no representation regarding the sufficiency of the procedures described below either for the

purpose for which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records entries

including evaluation of the Companys bank statement noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended December 31 2011 as

applicable with the amounts reported in Form SIPC-7 for the year ended December 31 2011 noting no

differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and Company working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules

and Company working papers supporting the adjustments noting no differences

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on which

it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly we do not express such an opinion Had we performed additional procedures

other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to

be and should not be used by anyone other than these specified parties

LLP

Wipfli LLP

St Paul Minnesota

February 17 2012
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